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APPENDI X D
| NTERNAL REVI EW SURVEY REQUI REMENTS
AND PROCEDURES
1. Ceneral. A survey should be performed as the initial phase

for all reviews. The extent of survey effort will vary based
upon circunmstances and the type of review A survey for a
troubl eshooting or quick-reaction review may be limted to
efforts needed (i) to obtain a morking knowl edge of the
organi zation, programor activity to be reviewed and (ii) to
devel op a review gui de showi ng how the objective(s) wll be
acconplished. A conplete survey, as described below, wl]|
normal |y be performed for internal audits.

2. Survey Requirenents. During the survey the auditor should
become famliar with the organi zation and functions of the
activity under review, gain-sufficient know edge to identify

i nportant issues and potential problem areas; determne if
further audit work is needed; and if so, identify the prinary
audit objectives and design an audit approach to effectively
acconplish the objectives. Suggested survey techniques and
procedures are shown on Pages D-3 and D-4. The survey work
shoul d be docunented in accordance with prescribed procedures.
As soon as there is sufficient evidence to indicate a problem
(condition) and sone indication of its cause, survey work
should stop in that area. Each probl em shoul d be docunented on
a lead sheet (Page D-5 and ranked in priority sequence). A
decision will then be nmade on whether to proceed with the
review and if so, which areas to cover during the review The
| ead sheets should be the basis for the audit objectives and
devel opment of the review guide. |If the survey discloses that
further review work is not warranted, the auditor will report
the survey results to the conmmander by neans of a letter report
prepared I n accordance with the fornmat at Appendix G

3. Internal Mnagenent Controls. The auditor should normally
review and eval uate applicable internal nmanagenent control
systens during every survey and/or audit. Additional guidance
is furnished as follows:

a. \Wen identifyia% pertinent regulations the auditor
shoul d al so determ ne whet her applicable internal managenent
control checklist(s) for the functional area under review have
been published in the DA 11 series of circulars. If so,the
audi tor should verify whether nanagenent personnel have
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conpl eted the checklist assessing internal managenent controls
within their area of responsibility. The auditor should also
use pertinent checklists in evaluating internal managenent
controls during the audit.

b. The survey should include an identification of the
transaction cycles and possible threats for the program or
function under review and the necessary internal managenent
controls within each cycle. The auditor should then determ ne
if the controls are in place and test and evaluate their
ef fectiveness. These latter steps are necessary to determ ne
the extent to which the auditor can rely on the interna
n?naﬁenené_control system during the planning and perfornmance
of the audit.

c. The Government Auditing Standards published by the
Conptroll er General (Yellow Book) require that the auditor
obtain a conpl ete understanding of the internal managenent
control structure for financial audits or docunent why a nore
limted review was performed. The field work and reporting
standards start on pages 4-10 and 5-4 of the “Yellow Book”.
The Governnent Auditing Standards for performance audits
requi re that an assessnent be nmade of applicable interna
managenent control s when necessary to satisfy the audit
objectives. The field work and reporting standards start on
pages 6-21 and 7-7 of the “Yellow Book”.
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| NTERNAL REVI EW
Survey Techni ques

- Review activity’s mssion and functions statenment and
applicable policies, directives and standard operating
procedures.

- Review previous nanagement studies, internal and external
audit reports, and other reports applicable to the area being
surveyed.

Revi ew report coverage

. If applicable, obtain copies of the program and internal
control related working papers.

- Ootain orignization charts and position descriptions.
Det erm ne working relationshi ps anong functional elenments and
their interfacing organizations.
- Contact organization officials to acconplish follow ng:
Obtain briefing on mssion and functions.
Obtain data on size and scope of activity.

Devel op understandi ng of organizational operations and
procedures, including automated systens.

Determine if spans of supervisory control permt
adequate direction of work.

Solicit problem areas or audit suggestions from
managenent .

Conpare procedures described to witten standard
operating procedures for consistency.

~ - btain index or listing of activity's management reports to
identify what information is available and how managers nonitor
their operations.

- Performon-site observation of operating nmethods and
procedures.
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- Determ ne whether internal control checklists have been
publ i shed and conpl eted by nanagenent. |f so, eval uate adequacy
of management testing of internal controls.

- If checklists are not available, identify transaction cycles
and necessary internal controls for each cycle.

- Verify that officer evaluation reports and civilian
performance standards of appropriate officials reflect interna
control responsibilities, including resolution and

i mpl ementation of audit findings.

- Prepare narrative description and/or flowhart of procedures
fol | oned and document(s) processed. Identify and |ist possible
threats including the in-place controls for such threats.

- Performlimted test of transactions to evaluate conpliance
with prescribed policies and procedures and effectiveness of
existing internal controls.

- \Wen conputer-processed data will be an inportant part of the
audit and the data's reliability is crucial to acconplishing
the audit objectives, the auditor should test the data for
reliability.

- Prepare | ead sheets for each identified potential problem
ar ea.

- Determne the universe, scope and materiality of each
potential audit area.

- Sunmarize survey results and “go, no-go” decision. The basis
for a “no-go” decision should be clearly explained.

- |f decision is to continue, document need to proceed into the
verification phase and establish specific review objectives.
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Functi onal Area

Potential Finding (Condition):

Possi bl e Cause:

Possi bl e Effect:

Probabl e Reconmmendati on:

Regul atory Cuidance (Criteria:)
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Dat e: Pr epar er

Revi ewer’s Qui dance:

Dat e: Revi ewer :
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